Agriculture\u27s Next Ten Years: 1996 Iowa Baseline by Elmore, Steven L. & Smith, Darnell B.
Volume 2 | Issue 4 Article 3
August 2015
Agriculture's Next Ten Years: 1996 Iowa Baseline
Steven L. Elmore
Iowa State University
Darnell B. Smith
Iowa State University
Follow this and additional works at: http://lib.dr.iastate.edu/iowaagreview
Part of the Agricultural and Resource Economics Commons, Agricultural Economics Commons,
and the Economics Commons
This Article is brought to you for free and open access by the Center for Agricultural and Rural Development at Iowa State University Digital
Repository. It has been accepted for inclusion in Iowa Ag Review by an authorized editor of Iowa State University Digital Repository. For more
information, please contact digirep@iastate.edu.
Recommended Citation
Elmore, Steven L. and Smith, Darnell B. (2015) "Agriculture's Next Ten Years: 1996 Iowa Baseline," Iowa Ag Review: Vol. 2 : Iss. 4 ,
Article 3.
Available at: http://lib.dr.iastate.edu/iowaagreview/vol2/iss4/3
Iowa Ag Review 
The impact on feed grains and U.S. corn markets is 
brought about primarily through the substitution of 
wheat for feeclgrains in animal feed and a marginal 
shift of planting from wheat to feed grains in the EU. 
This indirect effect is rather small and is estimated to 
have no signilicam effect on U.S. corn price in the 
current crop year and a very small price reduction in 
1996/97. 
Table 1. Impacts of the EU Wheat Export Tax 
1995/96 1996/97 
Wheat (1 ,000 Metric tons) 
EU Production 0 -2546 
EU Feed Use 1886 1323 
EU Net Exports -1850 -3840 
U.S. Net Exports 1045 1585 
feedgrains 
EU Production 0 1398 
EU Feed Use -1152 -662 
EU Net Exports 498 1864 
U.S. Com Net Exports -339 -897 
FOB U.S. Gulf Price ($/Metric ton) 
Wheat 4.96 5.08 
Com -0.20 -1.57 
U.S. farm Price ($/Bushel) 
Wheat 0.11 0.12 
Corn -0.00 -0.04 
As grain prices retum to normal levels in 1997/98 and 
beyond, it is expected that the EU will remove the 
export tax and revert to the use of export subsidies 
whenever world prices fall below domestic support 
levels. These kinds of policies are a typical example of 
a country trying to stabilize its internal prices at the 
expense of creating more instability externally. ln this 
case, the EU action to stabilize its domestic wheat 
price has caused world market and U.S. prices for 
wheat to be even more unstable. + 
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CARD's Iowa Outlook 1996-2005 consists of benchmark 
numbers used to determine how agricultural policies 
at the federal level affect local lowa farmers. The ten-
year projections represent a composite of model results 
and judgments regarding future lowa, U.S., and 
international crop and livestock production, consump-
tion, trade and prices. The baseline results are not a 
forecast, but rather represent a scenario conditional 
upon lowa, U.S., and international macroeconomic 
assumptions and continuation of current agricultural 
policies. 
The Iowa results are based on the FAPR11996 U.S. and 
International baseline results (See the June 1996 issue 
of the Iowa Ag Review) and updated for recent crop and 
livestock developments. Here are some key factors of 
the analysis: 
Corn 
With a 7.5 percent ARP rate and unfavorable Cl • 
conditions in 1995/96, corn planted area had dropped 
to 11.7 million acres. With no ARPs in the FAIR Act 
and larger flexibility in planting decisions, planted area 
increased to 12.5 miUion acres in 1996/97 and is 
expected to continue rising the next two years. A 
record yield of 152 bushels per acre in 1994/95 and a 
lower than nonnal yield of 121 bushels per acre in 
1995/96 sets the stage for this year. 
lowa corn yield is projected to be 129 bushels per acre 
in 1996/97 and then grow steadily to 151.6 bushels per 
acre by 2005/06. Coming off the record high produc-
tion of 1.9 billion bushels in 1994/95, Iowa posted a 
1.5 billion bushel crop last year. 
lowa corn production is currently expected to be 1.6 
billion bushels in 1996/97 and grow steadily to 1.8 
billion bushels by 2005/06. High prices were the 
hallmark of the 1995/96 crop year with corn farm price 
averaging $3.10 per bushel. Corn price for 1996/97 is 
expected to be $3.21 per bushel if average weather 
conditions hold for the rest of the growing season. 
With the new farm bill changing the government 
program structure to decoupled payments, a change 
occurs in attributing the payments to the net returns. 
Net returns rise from $212 per acre in 1995/96 to $249 
per acre in 1996/97 due to strong farm prices. Costs of 
production continue to rise steadily throughout the 
period. With increased production and lower prices in 
1997/98, net returns fall off by just under $80 per acre. 
Prices and yields increase in the later years causing net 
returns to increase to $183 per acre by 2005/06. 
Soybeans 
Soybean planted acreage in lowa broke 9 million acres 
for the first time in history last year. The currelll 
estimate of 1996/97 planted area is 9.5 million acres. 
Planted area is projected to continue growing due to 
the relatively hlgher soybean over corn net rewrns and 
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also the net returns benefit when a com-soybean 
rotation is used. The outlook for soybean area is to Iowa Planted Area 
break 10 million acres by 2000/01 and plateau at 10.2 25,000 
million acres throughout the remainder of the period. -. Ill 
~ 20,000 
Average soybean yield in lowa last year was 43.0 
u 
< 
'tJ 15,000 
bushels per acre, slightly below the trend yield of 43.3 c: g: 10,000 bushels per acre. The trend yield indicates 43.7 :::1 
0 bushels this year and 48.3 by the year 2005/06. The J:. 5,000 1-
yield and area interact for an expected production of -- 0 425 million bushels this year, up from 401 million ...... a> .... <') II) ...... a> .... <') ~ ~ co a> a> ~ ~ ~ ~ ~ bushels in 1995/96. Production is expected to be over ... f8 §: "N .,. 00 a> a> a> 0 0 0 a> a> a> a> a> a> a> a> 
"' 450 million bushels by the turn of the century with a .... .... .... .... .... .... .... 
slow rise to 480 million bushels by the end of the Crop year 
baseline. • Corn • Oats • Soybeans 
Low world stocks and strong demand for many grains 
and oilseeds have led to strong soybean prices. The 
season average price estimates for Iowa are at $6.75 
per bushel in 1995/96 and $7.23 in 1996/97. As Iowa Crop Production 
production and stocks return to normal weather levels, 2,000 
the projected prices fall to a low of $5.50 in 2000/01 Ui' 
before they rebound to $6.24 by 2005/06. Soybean net 'ii 1,500 J:. 
returns show surprising strength relative to corn and Ill :::1 
range from $242 per acre in 1997/98 to a low of $170 m 1,000 c: 
per acre in 2001/02, but rebound back to $208 by the .2 
end of the period. ~ 500 
0 Hogs ...... 
"' 
.... <') II) ...... 
"' ~ "" II) ~ ~ ~ "' ~ i i ~ ~ The situation for the Iowa pork industry remains g N00 00 "' 0 0 
"' "' "' 
a> 
"' "' "' relatively stable but cyclical. Cycle peaks are projected .... .... .... .... .... .... .... .... .... 
in 1997 and 2000. Barrow and gilt prices are projected Crop year 
to be above $48 per hundredweight for both of those - Corn -+--- Soybeans 
years. Increasing production brings projected prices to 
another low point in 2003, before the cycle changes 
and prices approach $45 by the end of the period. 
Income Iowa Crop Farm Prices 
lowa crop and livestock receipts will both break $6 -. 8.00 
billion in 1996 for the Ci rst time in hiswry. Also for the 'ii 7.00 J:. 
first time crop receipts in 1996 exceed livestock Ill 6.00 :::1 
m 
receipts in Lowa. When crop prices begin to fall in the ... 5.00 
Q) 
U.S. in 1998, receipts in Iowa for crops will dip below c. 4.00 
Ill $6 billion, but are projected to rebound by the end of ... 3.00 
..!!! 
tl1e period. Livestock receipts continue to hover 0 2.00 
around the $6 billion level. Net cash income peaks e. 1.00 
this year at $4.2 billion because of high crop and hog ...... "' e! "" II) ...... "' ~ "" II) 00 i ~ ~ ~ ~ ~ 0 prices. Compared to an average of $2.2 billion the last i a: .,. ~ a> "' "' g g a> 
"' "' "' 
a> 
"' "' three years, net farm income also peaks this year at ..... .... ..... .... ..... .... .... .... ..... 
$3.7 billion and then is projected to gradually return to Crop year 
tl1e $2 billion level by 1999 and after. + - Corn --+- Oats -+--- Soybeans 
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Would Revenue Insurance 
Have Paid During the 1993 Flood? 
Chad Hart, 515/294-6307 
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This year has seen the emergence of two new crop 
revenue insurance products: Income Protection (lP) 
and Crop Revenue Coverage (CRC). With emphasis 
on revenue, the new products depart from traditional 
multiple-peril crop insurance (MPCI), that provides 
protection only against yield shortfalls. 
One way to make comparisons of traditional and new 
products is to see how they would have performed 
over the recem past. ln this article, performance of 
these three insurance packages for lowa com over the 
period of 1988 to 1994 is examined. Effectively, if 
revenue insurance had existed in the late 1980s and 
early 1990s, how would expected indemnities have 
compared with MPCI? 
The data includes yield records of farms that insured 
corn through federal-sponsored crop insurance from 
1985 to 1994. This data was made available by the 
Federal Crop Insurance Corporation. Only non-
irrigated farms with an average insured corn acreage 
above 25 acres are covered in this research. Also, only 
selected farm records from counties in which there 
were at least 50 farms in the data set are included. 
Thus, the data consists of a select group of Iowa com 
farms. To test how this impacts the s tudy, MPCl results 
were compared with the actual Iowa corn MPCI 
performance over the period. 
The price data used in this s tudy are the actual prices 
that would have been incorporated into the revenue 
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